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Today's Session

• Discuss Funding Models for AEFLA
• Review research 
• Discuss PBF formulas and models with other states

• Equity
• Efficiency
• Accountability
• Program Improvement

Klein, S. G. (2015). 
Using Performance-Based Funding to Incentivize Change
(RTI Press publication OP-0020-1501). Research Triangle Park, NC: RTI Press.
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Equity
—Administrators sought to develop fair and equitable systems for allocating resources to ensure that all providers had equal opportunity to compete for federal, state, or both, resources. 
• 
Efficiency
—Performance funding systems were intended to channel resources to the most effective providers of instructional services, thereby maximizing the return on state investment. 
• 
Accountability
—Formula development teams selected performance measures that would support the state in achieving its federally negotiated performance targets on the NRS measures. 
• 
Program Improvement 
—Performance funding systems were intended to motivate program directors to initiate 
program improvement efforts. 




Funding Models

• Multiple ways to distribute funds 
• Population of citizens without a diploma based on census data
• Allocation by county
• Allocation by workforce areas



Mississippi

• Determine total allocation to be competed
• Adults Age 18-64 without a high school 

diploma
• Funding based on percentage of students 

per county without a high school diploma
• Four workforce development areas



Performance Based Funding Systems

• Distribution of resources to local providers based on state-
defined criteria (may include learner, administrative, or 
other programmatic measures). 

• Basic grant
• Performance award

• Tool for improving program accountability and effectiveness 
at all education levels.
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institutions that produce above-average results earn additional financing, while 
those that fall short may face funding reductions and be targeted for technical assistance to address their performance deficits.


Opposition frequently stems from issues related to educational equity, as students have diverse educational experiences, personal abilities, economic resources, and family supports, all of which may be associated with academic achievement. Because 
student populations are not uniformly distributed across sites, concerns are raised that some service providers may be unfairly advantaged. 

Well-designed performance-based funding formulas motivate educational institutions to produce results, while safeguarding those serving at-risk populations. 

Performance accountability programs are  extremely difficult to design and maintain both        fiscally and politically. 

The least stable programs have been those in  which legislators, governors, business people, and community leaders have been most influential.  

The most stable ones exhibit the greatest involvement of state higher education officials. 




Benefits of PBF systems may include improvements 
in….

• Data Quality
• Program Delivery
• Political Support
• Teacher professionalism



Developing Performance Based Funding Systems 

1. Establish state commitment
2. Form a Task Force
3. Specify state funding priorities
4. Define measures for allocating resources
5. Identify data sources
6. Model formula allocations
7. Design an implementation plan

RTI International



Step 1: Establish State Commitment

• A key first step is securing the political support of state governance 
and education leaders, who agree to publicly advocate for 
performance-based funding adoption. 

• superintendents of public instruction, higher education system 
presidents, program directors, or other respected, high-level 
administrators. 

• sends the message that formula adoption is impending, important, 
and nonnegotiable.
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Ideally, these individuals will confer authority to the task force members by, for example, making the opening remarks at planning meetings or providing statements to the press in support of project objectives. Having the backing of recognized state authorities sends the message that formula adoption is impending, important, and nonnegotiable.




Step 2: Form a Task Force

• Recruiting credible task force members is critical to formula success. 
• experienced professionals, 
• knowledgeable of program administration and financing and 
• representative of the diverse providers and students across the state. 

• Statewide acceptance of PBF requires building alliances, first among task force 
members and subsequently with the larger field.
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Often this entails engaging institutional leaders who oversee local programs and have decision-making authority. 

Members also should be respected by their peers for their integrity and judgment; capable of making objective and rational decisions; and willing to collaborate, listen, and share new ideas. 




Step 3. Specify State Funding Priorities

• Comparison of current providers
• Outcomes
• Costs per student

• Identify priorities to drive formula 
development

• educational skill gains or 
completing programs, 

• expanding the efficiency of program 
operations.
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These goals become the touchstones for the formula development process; team members will return to them repeatedly to ensure that their work reinforces identified needs. 






Step 4. Define Measures for Allocating Resources

• Amount earmarked for competitive funding
• Importance of outcomes
• How outcomes are measured
• How equity is addressed
• Other programmatic considerations
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Amount earmarked for competitive funding—Our experience suggests that states need not invest large sums for performance-based distribution to motivate providers. Reserving a modest amount—between 5 and 15 percent of grant resources—is often enough to gain people’s attention.

Importance of outcomes —Not all results are equally valued. Based on their ranking of state priorities, team members may choose to differentially allocate funds across performance-based funding measures, with weightings usually expressed as a percentage of funding. 

How outcomes are measured —several different approaches. One option is to assess the number of student, program, or process outcomes that a provider has achieved. Another is to allocate funds based on the number of performance targets a provider has met or exceeded. A third is to compensate programs using process or program quality indicators that account for the manner in which programs operate. 

How equity is addressed —Not all students or programs achieve results at similar rates. Individuals with learning disabilities or facing other personal challenges may take longer to record a positive outcome. Likewise, programs enrolling large numbers of low-skill students may have a harder time achieving results. Formulas should be built to lessen the risk of perverse incentives, such as shifting services away from those with the greatest need. This can be accomplished by earmarking funding for categories of students, establishing performance targets that emphasize growth over time, or increasing the weight attached to certain outcomes. Individuals with learning disabilities, for example, may be weighted at twice the level of those without such challenges to account for their slower progress. Whenever possible, formula weights should be based on quantifiable data so that compensation rates reflect actual conditions. In some instances, this will require improving data quality or collecting new information.

Other programmatic considerations: rural providers







Step 5. Identify Data Sources

• Not all outcomes can be readily measured.
• Determine – Does data already exist or might be collected?
• Procedures for ensuring the accuracy of data must be in place.
• All providers must be able to compete on the same playing field if 

the formula is to be seen as fair and unbiased.



Step 6. Model Formula Allocations 

• MODEL: 
• Completions – number of 

outcomes achieved by students 
within each provider

• Target Points – number of points 
achieved by providers meeting or 
exceeding their negotiated state 
performance rate on a measure



Step 7. Design an Implementation Plan 

• Phase in formula adoption
• instituting harm limits that bound the amount 

that a provider may gain or lose on an annual 
basis.

• Provide training and technical assistance to 
programs to ensure understanding of how 
the funding system works and the steps 
they can take to increase their funding.
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Despite the task force members’ efforts to ensure that formula operations are transparent, not all staff within providers will understand how the funding system operates or the steps they can take to increase their funding. Ensuring that formulas achieve their desired effect often entails reaching out to program staff, though workshops or individualized training, to explain how formula components function. Effective performance-based funding systems lead program staff to reflect on their program organization, pedagogy, and outcomes, but they must first understand how their actions affect the funding they receive.

For these reasons, some states may choose to delay formula introduction until after a year devoted to educating the field and other stakeholders about how the formula operates.




Effects of Performance-based Funding 

• State personnel interviewed for this study ascribed both positive and 
negative consequences to performance funding. 

• Very little, if any data exist to substantiate their claims. 
• Many cases, participant observations were based on general perceptions of program 

operations or extrapolations from a single experience.
• As a consequence, it is difficult to draw conclusions about the effects of PBF on state 

adult education systems. 
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State directors believe that the adoption of PBF contributed to improving state outcomes on the core NRS measures by encouraging providers to improve the quality of their instruction and administration of data. A review of national performance data conducted for this report appears to support this claim, with study states outperforming the national average on many of the NRS measures and registering substantial improvements on individual measures across years. 

Unfortunately, it is not possible using existing data to ascribe causality to PBF in improving states outcomes. That is, although performance funding is associated with positive changes in state performance, it is possible that a host of other factors, such as population changes, learner access to other educational services, curricular innovations, and other education reform efforts have influenced state outcomes as well. Consequently, while state performance suggests that there may be changes in how states were performing prior to and immediately following the adoption of performance funding, it is impossible to attribute program successes directly to its use. 




Participants’ observations

• Performance funding helped states achieve their intended goals and 
also reaped unexpected benefits in terms of data quality and its use 
for program improvement purposes. 

• Specific contributions included: 
• Improves Data Quality 
• Increases System Effectiveness 
• Engenders Political Support 
• Promotes Instructor Professionalism 
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Improves Data Quality —Linking resources to the core and secondary NRS measures appears to have given local directors a fiscal incentive to review the accuracy and completeness of information submitted to the state. 

Increases System Effectiveness —Compensating providers for results has focused local directors’ attention on program performance, and, in particular, on making connections between programs, instructors, and learner outcomes.


Engenders Political Support —State directors reported that system adoption bolstered their credibility among state legislators and the public, while providing an effective way of winning legislative support for program operations. 

Promotes Instructor Professionalism —Program directors believed that performance funding contributes to program quality by holding instructional staff accountable for their learners’ outcomes because they now must demonstrate results to be considered effective. 




Small Group Discussion
• How did you establish a funding formula for AEFLA under WIOA?
• Is your state addressing Performance Based Funding?
• How have PBF systems been designed at the state level?
• What were some of the obstacles in your state during the implementation 

of PBF?
- How did you overcome these obstacles? 

• What effect have PBF systems had on the attainment of state-identified 
performance goals and the delivery of services?
- Unintended
- Intended

• What are the most challenging performance measures to measure? 
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Obstacles include use of inappropriate  performance measures; lack of sufficient funding  
for new institutional efforts to improve student  outcomes; brief duration of many 
performance  funding programs; and institutional resistance to  and gaming of the 
performance funding system. 

Unintended impacts include grade inflation and a  lowering of academic standards; 
restrictions on  admission of less prepared and less advantaged  students; unexpected 
costs of compliance; a  narrowing of institutional missions; and a  diminished faculty voice in academic governance.



National Conference of State Legislatures  (http://www.ncsl.org/research/education/per formance‐funding.aspx). 2. Community College Research Center (CCRC)  http://ccrc.tc.columbia.edu/ (search for  performance‐based funding).
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